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conclude that ‘etyeen 1967 and 197%, those a increased 4 surrelit 


“ do}lars about! 75. Bercent: 74, 2 peteent in t cp, and iG 7 ‘percent. 


in the private. sector. ’ Se ere 4 


° 


; , a a 
but ‘tt mus t also be viewed tn ‘context’ : For one thing, there: are Yough- 


x. 
ae 3000 Angrican ingritutiods of higher. education, and their tugetons : 
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“range “Exon approxinately zero to. oveg $5, 000. ‘In the. oureane ‘sector 


: , 


| alone tuition and required fees (TRE) for lmg-t9 will he ae rae 


varied: _ at. 25 percent | Of the four-yéar institutions it will be below. ~ 


a 


. $l, 9415 at 30-percent, beans 9 $1, 941 and $3, 2325 and at the: most ex- 


= , as 
pensive 25 nebcent, oe $3, 490. 16 Ineviegply a. one-parameter deberip~ 
| eg of thy course of collegh costs over a decade, while arivfmetically 
Sgoreeee is going. to conceal’ imuch that has been happtining. ea: 
” \ = When one attenpts | to sie a dikginet ion between | ‘che overall] 


Loe : °, 


. averd sand’ general. perceptions of what eee happening, “tt. ‘quickly 


. : . aaa of 


v 


a clear that charges’ at some seer tet lone seem have an [sepetial-» | 
y 


As a stat istical- proposition this statement ts, no. “doubt, correct; , 


7 eas préFite. “Moreover, the Ghatgee. that are especially visible hap= rd 
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» how TRF, tdtal expense budgets, and total ea tek for TRF, “room, ana 
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r) . . o o 


¢ a 7 Oo 
board have been’ growing for the. oo of the Consortium on Fi po eee 


tatoo (COFHE) « For: ‘twenty of these tventy-six “institutions: 
; cA a 
the growth: Be total charges exceeds BO" s average /flguge for private | 

e * * a 


: a a 
"ist Leuetons of =) 7 ‘percent, and Cor five of ‘the six for: wich * che i 


growth: was: below 76, 7 percent, it was oe 74 Aiea The figices 


io pengto have grown much faster han the C80? 8 average. ‘Table i. indicates 
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— 2 oe : .°., + *Total ' * Total Charges ~68  * 1976-77... *'s me 
as ah fe J+... Expense ‘for TRF, Room, ‘’- oe Sees s 
; an cae ; _ TRE. |” Budgets "and Board 3 6-J7 : 1978-79 aa 
oy Aniherst pe 102 83 ty ir ee a Ts 
go Brom aa tg 10° BB 
a ve Bryn Mawr a <8 7 Pe) a ee 
Carleton _ . ee 0  -o. 57. ° 78 
- Columbia - 106. 103. 08 
»Cornell' © | Will. | 86 98: 
: Dartmouth - 104.5 2° 123. %" ° 192, 
i Dukes 102 BA BR 
- Harvard: - - * £105" ~ #4. 97° 1060 * 
“ DohiAtopkins ae 78 986. |: eee 
MeLTs « «, % 100 9 210°" . 2 46 
Mt. Holyoke’ °° >. 82. 720 ge 
_ Northwestern bos 106-° -° 78 “™ 4116 * 
Pomona" (16. 96. me 
- | Princeton SS 121° 7 
0 gmtth BE ae Par 
x Swarthmore © 9° 77. 3. 6B go. S 
oe Stanford. |. 142° > °° B72 2% 

J fedaity.™ 80 BT 16 76 
ao U. Penn, ar 110. .. 101 
"yt ‘Chicago’ : 73° * 64 
. U..Rochester*. | 87 2) 73 
. °°. Vanderbilt —. ew 104 MH ee 
a Hach iner es a = 944 2°. 7 70. 


%¢ 2. @ 


eo 6 . 


‘s e e 33 e . 
2N RUN OR UWUUN OOM RH ON DAR AAD 


e"-¢ e 
A 


e 

1 
CUUVDUNARBYDCADRWVDONDNDBMDOD UD 
CS e e ce * e e,e@ e e e 


ote 


° . 


- 
e . 


Pod 
4 
‘ 
Y 
a 


. . ; . . 7 . © , * » a 7 ‘ _ 2 a : ° * . - " “* a - : ‘ . , . _ 7 
- on ' *Richard G.. Warga, Student Expense Budgéts of American Colleges and |.’ ee 
pa _- Universitibs. forthe 196/-68 Academic ¥ear (Princeton = aes . a , 
| “-Edycational. Testing Service, ‘1907)5 variqus: pages. ' 


Elizabeth W: ‘Suchar, ‘Steph&n 1. Ivens’ and Edmund A. a eoheen: . _  & 
Student Expenses at Postsed Institutions 1976-77 (New York: «| ca 
% “- College Entrance Examination Board, ly ), variots ‘pages. oo & weak ‘ 
4 _ : 
& . . 


a Eldgabeth. W. _Suchar,. Stephen. ‘Helvens, ‘and Edmond C. Jacobécn, ; a 
* Stydent Expenses at Postsecondary Institutions 1978-79. (New York: 5 a Oeics 


College Entrance Exemination Board, 1978), various ‘Pages. Te See oo as 


.§ _ 3 The? basi¢ data for calculating the - percentages in colymn 4. were. i &e {4 
ae ot = gathered pane eae the acne uae “2 tee & 2. +4. en et ae at 


. , y . . e F _ ‘ . . . . : x . . | 
: ‘eee ye au ® : F ” . aa ° z : Po Fes . a u 
s : ae ae ee of : ' ae oo : : ‘ 
. 2 : os t * . —_ * * * . He 
: é : : ma a* 7 -. : Pa 3 a 2 
p oo i a ; siege . = se > be 4 Pe 7 . FS Ge ho os : a de ‘ * 
i : . P 2 . i Pi 
' TOO . F3 . ve ° 
! ' 


a. 


Pe ee vis-doyte the CBO avers, put expense budgets Happen. to be less. 


a - publicly, vieible than TRF. or actiial total. charges. Based bn all 
nes | a these snunbers--— but capbetalty on the more eb device -— the So 

:. os COFHE inst itursobss i clparly not ° “average,” ae 7 ; : ; . > ~— aS . | 
we | ‘ chaiges at bie COFRE institutions ‘haye- ‘grown extronely rapidly’ in oa 


_ ee the past decade, and charges at * these and. bindtar ingtitutions happen\ . 


Daa os ar, 


to Be highty noticeable. The. text, or a. tetter. which: recently appeared 
NO, : . wc . 
te ee in: The New Xork Times ‘ifiustrates these’ foints. well? #3 oe 
a 3 Bihed The Times. ‘eindes it’ so "dLefieutt". to. document ‘the .. +. 
a ee tuition pinch on: middle-class’ college Btudents ‘(Editorial a 
_ a * March 28), let. mé provide a few facts; |. met 
Comet Tudtton at. Boston: University has’ increased 1e per- > 
oe me "3 os cent in the’ last seven. years, a far. gry. from your. 75 Pere 
See a a . cent during the’ 1967-76 ‘decade. .° a, ve 
oe Tuition; roém ‘and-board’ at Yale will ‘be: $7, 500 next © 2) ste 
8 “September, more than: half “the entire take-home: Pay oF ye Pee 
~ Your: $15,000 idd}y -income: family. ~ - ae 
eek sh Ca ap TE . The yield. amBng applicants accep d by Ivy ieanie ide 
Mee ee “colleges dn the. $15, 000- to, $50,000: inc me. range is 10 per- - 
me eS ae cent lower. than. the, yield of other - income levels, either oa? 
ue)... Wigher or: Tower.” ee “s . . 
a. ee -, .And finally, Henry Rogovsky, aaa wf the faculty at. eae 
eg -. Harvard University, admits very simply: : "IT know of no | ae 
a a easy” solution. .:middle~incomé students are squeezed..".* oe =, gs 
ae Bae Obviously, the problem is not in documenting thef PW ae 
2 oe - middle-income: tudtion squeeze -but in finding ways t “solve. s | a 
eS Ee at. “Instead of stubbornly fighting all forms of tution. Me 
oy to. |. * velief, ‘The Times would do well to push for_one of the two |. on 
oo eee” plans*noy under coasiderat ton, ae 17 re oes ee 
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Y ; ’ ry 


| a 
Ge We ee oy er, ‘financial aid anit’ prtcing policy. No matter How: ‘tetghe” it fe, e* 
ar ° ; ae ". : . ~~ v ag es i i . 
i*: “é - 
fee “the akon that colteng got grew by, approxinately 75. percent between i 
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‘galtene ‘cont ti eG oe | 


¢ 


. 


oe 
a + 
dat 1 . 
eos . 
, Fen Tres 
. eo 
ie as 
He . s a 4 
“ 
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ee ges aa Tn this sect ton. I Propose to ‘ery &o" , provide some ‘additional ins 


ee tee - formation ‘about “the system of pricing ‘in higher. education. That system - 
woe sos . : ; + ie eo * 
i ee is coupliated, and, the - complications. Léad- te: two, aan: results. First," oes 

by 


e -— . ¢ 


ee 


x ct *y e 
. / . . the ‘system ta ROE wide } understood. ‘Second, its essential feature - — 


price dfscrinination in‘ the service of social equity. = -- has, tended to * 


be camouflaged. . To. sone aitent thé camouflage has been wearing thin in 


Pe ane ) recent, years, and this develgiment, is probably! at ai partially 
-~ a | .geeponaible for. the intensity of. “feeldng expressed on various sides. ‘of. 
— the “issue. of ‘the burden’ of -paying, for college. as > 7 - 
>, — . ae ‘of fe special . features and complexities of ‘the general. | - _ 3 


_ syste of pricing in: higher ade are worth ment Loning at. the out- - 
Os ; > ‘get First, and peehane: most basic, a the tenuousness of tite not{on 


a Rese a peer bvfet's at all ‘for the - serviceswof a. Veallepe or paced 


. 
Z 6 


‘as, the concept of price 1s - generally understood. Typically, some: 
t fraction of students pay. ; what is dvesentea as the prlice wifireas the 
Ms ‘a pay less; how duet, less aeualiy: eas upon the student ' 8 
ny Fimtay's 73 financial cizcunstances. ‘Thus what ig regarded as:the price -- 
ot a CORE or TRF plus room and board. ~— re ‘imply. one of. the many prives in’ . a 


- extece but Ae has this special Wisvacterivele: it is the : Hina eee vast, 
Pe as far & al a ‘, - 4 eS ’ ie 
ee * paid. 4% eet Ee . 


thid: aspect. of pHteing. _ ieice dtseriminadbon - -- is hot. unique to 
9 


- higher ‘education. --Many’ other cuppfteregprantice it, too, the airlines: os 
¢. 


~ 


. * s 
: aa a i pene example, But - a discrimination in higher education 


2. 2 ae “oBerates with as’ finely graduated a eet of distinctions among individuals - Ay 
ae) ita in any of: the rout ina ¢ ecoy mic. transactions a ee life as 
are 2. other’ than an: -auctiton, een . . i a ee ore 


A ‘second characteristig” ‘of pricing ‘si higher education ‘te that, 


oo a dn | Amplenenting differential petcen,: the nets focuses not on the: 


+o Revenue, that 4s soltenved but on the revenue ‘that Is not eottent ed. 


$ 
- The process is to artive at what the student t actuafly Bayes !Andire 


b 
oa in three. steps -~ identify the full price, ddentify the grant, an per— 


= 


: / 
form the subtraction -- rather eas directly in one ‘-~ identify the net | 


7 


price.” At first glance ‘this point agit seem small, but as ‘things 


Ce actual Ly work out, it plays a sieprisingly large ple in canouFlaging 


. ia in fact, the oe works. os > Rm i 4% ‘ 


Third, teie tp’ some complexity peqending what price becomes hy 


* relevant for ‘the various parties to the transaction. In the abaanee: Of ac, 
e. eo “4 ‘ , : 


“financial aid, the price paid by, ‘the student ‘and the. price received by 


: to : the institution. are ddentteal; “When. there is Bags that - equality exists 
Pees in some cases but not in others. It exists {ff the aid is the type gen- 
erally referred cs as "unfunded. id However, 4f a grant is supported by , 


income from endowment or by a third party -- for example, an agency of - 
government, : ~~, then there is'a i Perepancy. petweeh wheat the student pays | 


He oe any what . the Seti tueton: neceivess @. we Be 7 ; 


2 , , 
f ait 


e. . A “fourth Antroductory point is that ‘some of sian: is called financial 


; vaid is net-price-altering (NPA) to the student, and ‘some is not (non-NPA).. 


© 


The chvbe broad categories of add” are grant, work-study, and: ‘loan. For 
- the student, grants are unambiguously NPA, cand. ‘work-study ts inambladously: 
“non-NPA, though certatl work-study aoe can, in themselves, — reat 
7  Guvational benefits. ‘Loans tend ‘to ‘Del more complicated. When nade at. _ 9 
ane —_ agence © gates of interest, ‘they: are no — ‘NPA than is a mortgage for - - 
“the purchaser of a home - a ‘commercial loan for the -pufchaser of. an, 


automobile. “However, to the extent that ‘loans. are made at cubgtdizedy 


2 


AG eee 


‘ ; o i 
Loan ‘(NDSL) - program. andy to a\ easer © eee, tn in the ieee Student. 


Loan (GSL) Prograin -— ‘then they Q ein a Brant component amounting, to 


— 8 the present value. ‘of the subsidy. “In that sense. certain, educational — . t 


‘2, Loans sare also NPA? | 


“Those introductoty, points haviiig oe nade, | the ain. of what: follows 
is to’ aseudy the distinction between who does and does not quality for 
aid and the interaction between cine distinction and the expected 


parental contribut jon (aPC). ‘This’ discussion carried on primarily” 


\ a b= within the framework of the College Scholatship Service’ 5 system of need 


eee, what has recently. become ‘the Consensus Methodology (CM). -— ing 
. y : : 
although the Proposed approach 1s sanatiy applicable § to. other: systema... 


ig -the outset it is useful. to recall the fundamental assumption of Shes: us 


; : 


CSS" system: : ee a A 4 a ia Bow gt 

: ' The ander tri: assumpt‘ion of the css need: analysis oyeeens 4 

.is that parents have an o ligation to finance the eduta- , 

‘tion: OF eneie children to the a they are —— 

Who aa Ti eiee for aid? ‘To an earontane: extent the _puswer is: 
that depends, -Of course it depends on*the income of the. family in 

“question, but - it “depends aaoee as . spor taney upon which institution 
Ee ehudent ‘attends, ‘There are three general Cases: a family income — 
: = _ so low that the vent brigibie . everywhere, one so high. that he.or — : - 


Ys she is eligible nowh nd a 1 income between those extremes Wael oe 


— qualifying at .some institutions and. nog, qualifying at others. 
, re 
‘An analytical, device 1 ‘would Like to Antroduce ‘to explore the dis- . 
tinetdon between those conditions ‘tn ‘whi h- ee dees and does 


“. not es aid elagibiticy fronti AED.” . In the first’ instance . 7 


it is ‘defined for’ one insescution, ‘in. | Ancome-t ne aPBCE: as. the boundary, 


em : : ee ° . . ee Js 


bidtwobn -two regions, the one. representing eligibility and | ‘the. other, a 


: tnehgibitity for aid. c a | oe 


| ‘igure 1 presents the ea AEF for. an institution, The 


cone and an adademic yegr. The level of income is that from which the: 


o 


-EPC..is precisely equal.to the tétal expense Budget in the indicated . 


academic yearg to which they correspond « on ‘the horizontal axis to reflect 


@ : - "gcademic VESTS: The incomes denoted on the vertical axis: diag begind ‘the 


Anterpretat ion re the . following: points P poreeansans to a level. of in-. 


the reality that a family’ 8 income’ in,” for example, 1967 is. the. basis for 


its parental contribution in 1968-69. “All of the pointe which have been « 


Wet 


connected to form the AEF have the same interpretation as P. “Thus the 


AEF separates the “space. ies ‘two regions, A and B.. ay family charac™« 


ae by a point in B does not qualify at the specified institution. The aid 
a eligibilipy frontier is the poudtiey between the two regions, and ‘hiss 


Q 


characteristic explains ‘its title. 4 -_ oy 
~~ Pi “In additidn to sepatating the space into regions a “and B, the AEF. 


accomplishes something else. It pore for each year,’ the income be~ 


=e ‘does not. 7 that income, for 1968-69; aon (1973- 74. itis Y ‘From . 


‘67. 72° 


. 4 ° 


st 


ran for’ “aid, théretore, one ‘can derive Figure. 2, ‘the hypothetical expected 
; F 


’ 


7 he BPC were the ashe for the two years in question. The EPC as a 


~ * ao 


ng fonction 9 intome was ABC . tn i9e8-69 and ABDE in 1973- 74." 


moe o terized by a: “point in A quatitfes for aid, and any family characterized 


a 
parental’ contr tbuton-incone yelationship (EPC-IR) for the pair of years : 


Geena! 1973-74 on the assuript'ion ‘that. ‘the css! rules for determining 


8 


low which tbe EPC depends upon the Level of income and above which, it 


a : -- ee 
ais eas, - Figure 1vand the css" tubes for determining, the EPC for ee who. quality hk ans 


van eee a a 
a 66 © nC £2 ae ae 
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FIC gURE 1 ; : | 


= oe | “HYPOTHETICAL AID ELIGIBILITY FRONTIER - 
fe a ee (AEF) FOR AN ANSTETUTION 4 


Income A * » . oe oe aa ‘ 
'. (currant dollars) | 


6 . = Ys = income fn'year.i © 
' ey “" _ 


Se ee es ee 

1968-69 69-70. ee 71-72 72-73 I3- 78 74—- 75 75-16 76- 77 77= 18° 
mee: oo . : “a 

i * a 7 " seajedic, Yeu 


oN me. “ign re . - ELGURE, 2 es ee — : | ey N * aati 


coNTiyBION- -INCOME. ee 
_.,  RELATIONSAIP .(EPC-1R) FOR 1968-69 AND 1973-74. a i 
eas 7, USS. ene ASSUMED THE SAME" "FOR THE Two YEARS” ae Wee 


: ge ca Pe .* . ‘ : - \ 
co tae . "saa EX XPHCTED PARENTAL ee ae a 
an | * ol ty : eo I . 


urrent. dollars) Po he. . bbe . | te 


1973-74 Re oe 


os 69 


and i 
1973274 


ey: 
i 
a 
| 
a2 


a oe ee a. Income a eee ee 


. . < x 
= . 7 : 


+: 3 . - . > ; : j ea “ 
ATEB, = - total expense budget 4 in 7 i en ee 


Had the tules for determining the EPC for ‘those eLigible ¢ to "tf ee 


“receive aid ‘not: beén the game for the two years, then. a itgerent 


~ddagram vanes needed ‘to. depbet ‘the mn oa cae hee 


_Antpartteuldey \¢ the ‘rules. had changed in only this one pe re ayy 


right’. Figure 3 shows that,. in these ‘etreumstances, ABE. is ‘the hypo- * . 


thet ical B EPC-IR for. 1968-69, gee DHEF, de: the one. for 1973~ Ta ad the 


i ar shift, in the. entire a relating income to ‘EPC everyuhere sk to the e 
: a 


: ‘change note taken place ABGEF would. have been the EPC-IK for 1973- 74. ; 


The indicated ‘change in the rules has the effect of casing the, standards 34 


N . 


Ne for’ aid. Agter the change, ¥! 72° “rather than %2 oeuists a point of 


on ‘the AER, and inicones between Yo 9 9 and ay: now qualify for aid Ce 


| i before the change they? did not. For. a fantip-vteh 4 cone y 

eo | o inplies a reduction, Of. GH | dollaés in the EPC. eo. a _ 

a 7 ~ - : a —— a on FIGURE 4, _ : . : ai a. = 
We. Yi a HYPOTHETICAL: EPC-IRs FOR 1968-69 AND: og, ee 


es 7. 1972-73, CSS RULES ASSUMED, | “a 2 ene 
ee EY ae DIFFERENT FOR 'FHE, TWO YEARS ’ ee ( 


ye. (a owe ha aoe ; : roe 


- (current _— a So fee te ee iy ane fe 
ee - _ ; . ‘ at e ae 8 6. i E a — re A 
A Seas os o oe oe 8 Me | ee 
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| 1968-69 "1973-74 a 


«Income - ae 3 


ve ee * The exact change in aa ae ‘de. explained dn. the tpt rr “ 
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ud. x - Some ‘AEFS. based, on. actual Waka ‘have been caloulated. , Fou “of them , 


| refer: not ‘te specific institutions, but, ‘respeptively, to- the Poth, 95th, 

“90th, and 85th percentiles of thé {tstrtbutiog of expense . budgets for - ow 7 ee 
1968-69: tfirough 1977-78. Séven other ARFs' -leive tor al “69: through : : 

-1977- 78 and: ewolior, 1972- 73 through 1977-78 * ‘a= are averages’ for clusters Tae. 


‘tae Atution’ | in which the: members OF each cluster | seem to have some ae Pe 


a a. 3 pie rs a er 
a Amport nt common attributes ap ithe. Gontext of tha questions being usked - 


a 


about pricing.- The ‘definition of the | seven groups, along with ‘any im~ a 


« 


_portant general Bomieneer acti ‘them follow, 4 a 


1... Ivy Group. ‘There ate eight institutions. : 


2 “Most . Select ive ‘Nonsiey Institutions (MSNT). This group con~ 
oF te » 5 By oo _ T : . . a 


ee sists of. ie private institutions, not members: of the, Ivy . 


oe : 7 “Croup, which had: tie lowest. ratios of* ‘offers of admission to . 


Cae 7 applicants, on i basis of information published ‘dn: 1977 and ee / se 
a ae a Lo 

Pe oe ce referring to the class which entered ue September pet se 
| . ‘This andex is. not a faultless measure ae selaggivity, but for & a 
the purpose for whieh it is being used, it. is ‘satisfactory. | 


. if - 


3, Residential Poursvear Private Institutions (RESPRI) . this 


. category consists of the universe of private institutions for 


cy . : * 


oer’ which CSS publishes data pelts in its comPend sum of expepses 


“at ‘postsecondary instiputichs. The series starts with 1972~ 73, 
the first year =r which data are readily auiilable. ee 4 } 


’ . -- 7 68 ar of 


* Private Taeetearigas Dependent on In-State Students (PRIVDIS). 
a A { ; 


ae” a This ‘category consists of 105 private institutions that, at 


or dk a OS highly dependent ate the in-state market. tadyroup WaS con- | a Sine . 
Pe rm | 7 Og a = structed as follows! | a list was. made of ‘al states: Apsdch 


>) = the state university’ was a nember of the ‘American ASsociation ae 


oe 7 : oe +a ve ie . * 7 area a . BPS Tals oe : if is 2 a Saaen: a ipa ace : : 
Pe Se age ee ee ae ie sae ee oe ae pee ees 
a. at 0 Oe : se a 1 “ ot Nea ele 7 : Sere SR ny ‘a 6 +t 


oe ee ee - 7% - Se le ee eee ss, 
et 2 cee ae : of Univer ities. The private: inatitutions in those es ae 
ne ore then ranked ‘on ‘the basis of the Proportépn of their fresh- 


8: sor men coming from within the state.) Those institutions for 
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PA _ 2 .Another potential difficulty. Aeises because the current system” 
7 does treat fanivied very: differently depending én whether or not “they | 
fo _ are, applying. for add. The os of” dickge yess that accompanies: | 
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